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A. REGISTRANT IDENTIFICATION

NAME OF BROKER DEALER: "
: : OFFICIAL USE.ONLY
KA Associates, Inc.
: - ) FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
1800 Avenue of the Stars, Second Floor
(No. and Street)
Los Angeles CA 90067
(State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
 John Daley (310) 284-5565

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Briggs, Bunting & Dougherty, LLP

(Name — if individual, state last, first, middle name)

Two Penn Center Plaza, Suite §20 Philadelphia PA 19102-1732
(Address) (City) ﬁRDCESSED (Zip Code)
CHECK ONE:
Certified Public Accountant SEP { 8 2002
{1 Public Accountant
L1 Accountant not resident in United States or any of its possessions. THOMSON
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FOR OFFICIAL USE ONLY

i

*Claims for exemption from the requirement that the annual report be covered byMhe opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as Ihe&wis Jfor the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

I, John Daley S , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
KA Associates, Inc. ,asof
June 30 ,20_02 , are true and correct. 1 further swear (or affirm) that neither the company 3

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

/

74/ AN/

Signature

ELLQLL‘H\, %arr*y (Mim Ve

Notary Public
" ELIZABETH BARRY _&
j, oS RE msomm § 1361346 0
) . . P PE3! NOTARY PUALIC - CALIGANIA
This report** contains (check all applicable boxes): L el o 105 Angeles rmi,'uf -
(a) Facing page. My C-m:t Eupires June 17, 2086 'r

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Propnetor s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of cor -
solidation. .

() An Oath or Affirmation.

{m}) A Copy of the SIPC Supplemental Report. i

(n) A report descnblng any material inadequacies found to exist or found to have existed since the date of the previous audlt

O O0D00MONNKKE

0K

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BRIGGS
BUNTING &
DOUGHERTY, LLP

Certified Public Accountants and Business Advisors

INDEPENDENT AUDITORS' REPORT

Board of Directors
KA Associates, Inc.
Los Angeles, California

We have audited the statement of financial condition of KA Associates, Inc. as of June 30, 2002, and the
related statements of income, changes in ownership equity, and cash flows for the year then ended. These
financial statements are the responsibility of the Company's management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of KA Associates, Inc. as of June 30, 2002, and the results of its operations and its cash
flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Pages 3, 4 and 7 is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

g‘mc]j‘s . ga:mrj 4 QUQLM.T‘] | P

Philadelphia, Pennsylvania
August 7, 2002




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER KA Associates, Inc.

1

N3

I

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

as of MM/DD/YY)

06/30/02

99

SEC FILE NO.

8-45640

98

ASSETS

Consolidated l |

198

Unconsolidated X

199

Allowable Non-Allowable

925,280 200 | 3

Total

925,280 750

2. Receivables from brokers or dealers:
A. Clearance account ............cccoooeeeiiiiicinnnne 3 51,816 295
B. Other.....c.ooooeeeiie e _ 300 % 20,052 550

71,868 810

3. Receivables from non-customers.................... 3565 600 | 7

830

4. Securities and spot commodities
owned, at market value:

. Exempted securities ..o 418

. Debtsecurities.......ccccoovvniniiiiiiiee 419

L OPLONS. ... 420

. Other securities .........cccooeeemernicnniieens 424

. Spot commodities............cccceerinerrirennenens 4 430

mooOw >

850

5. Securities and/or other investments
not readilv marketable:

A. Atcost 2' $

B. Atestimated fair value............ccooovveevivinene

3

16,800 610

16,800 860

6. Securities borrowed under subordination agree-
ments and partners' individual and capital
securities accounts, at market value:......... 460 | 630

880

A. Exempted
securities $
B. Other
securities $
7.  Secured demand notes..........ccccceeeerievivereerenn. 470

890

market value of collaterai:
A. Exempted
securities $
B. Other
securities $
8. Memberships in exchanges:
A. Owned, at
market $
B. Owned, at cost......ccoooeiiiiniiiiiiie e 650
C. Contributed for use of the company,
atmarketvalue ..o, [} 660

900

9. Investments in and receivables from
affiliates, subsidiaries and

910

associates partnerships..........ccocooeveeee 480 670
10. Propenty, furniture, equipment,

leasehold improvements and rights

under lease agreements, at cost-net

of accumulated depreciation

and amortization ... 490 680

920

11. Otherassets......cocooooiiiecceiee e 535 | 7,100 735 |

7,100 930 |

12. TOTAL ASSETS......ccovivicciiiie 5§ 977,096 £40) 3 43,952 740 | 3

1,021,048

See accompanying notes

1776 Page 1

OMIT PENNIES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER KA Associates, inc. as of

6/30/02

13.
14.

15.
16.
17.

18.

19.

20.

21.
22.
23.

24,
25.

See

1776

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Liabilities Liabilities Total
Bank loans payable $ 1045] $ (1255} $ 1470
Payable to brokers or dealers:
A. Clearance account .........c.coooveveeviimveemreeens . 23,957 1114 1315 23957 1560
B. Other...ccocriniiceereen, R [ 1115 1305 1540
Payable to non-customers ... 18,337 1155 1355 19,337 1610
Securities sold not yet purchased,
at market value ... : [ 1360| 1620|
Accounts payable, accrued liabiiities,
expenses and other..........cccoocvvnninen 24,495 I 1205] | 1385' 24 495 | 1685 l
Notes and mortigages payable:
A Unsecured ... 1210| | . 1690
B. SOCUIED ....oooorereesesseseesee s 1211] 12 {1390] 14 1700
Liabilities subordinated to claims
of general creditors:
A. Cash borrowings.........ccoevevreiivcinnereneen | 1400] ‘ 1710'
1. from outsiders g'$
2. Includes equity subordination (15¢3-1(d))
of ... $
B. Securities borrowings, at market value...... , 1410| J 1720}
from outsiders  $
C. Pursuant to secured demand note
collateral agreements ..o I 1420| l 1730|
1. from outsiders $
2. Includes equity subordination (15¢3-1(d))
of...... $
D. Exchange memberships contributed for
use of company, at market value ............... 1430 l 1740 l
E. Accounts and other borrowings not
qualified for net capital purposes.... 1220 1440 1750
TOTAL LIABILITIES ..o $ 67.789 1230] $ 1450] $ 67,789 1760
Ownership Equity
S0lE PrOPIIEIOTSNID .. ... oottt ettt ettt ettt s ta st st e bt eh e a1t es et e ke st s e enseebeabe s oo beebeebe e b b nbeer e e et et e b e e et eee e s 153 1770
Partnership (limited partners..............cooo.e...... s [1020 ) 1780
Corporation:
AL Preferred SOCK ..ot e 1791
B. Common stock - without par value; 10,000 shares authorized, issued and outstanding 219,285 1792
C. Additional paid-in CaPItal .........ccccouiiirirrreie e e 27,725 1793
L = e g T=To I T4 ] g O U OO OO OO RSO O T OO USSP OO TOROON 706,249 1794
| I - | U O P T O OO O U U PO OSSO USPRPN 953,259 1795
F. Less capital StoCK iN treasUMy ..ot s 1796
TOTAL OWNERSHIP EQUITY ..o eete e sree e taesaessseesee st sa s sebee s e nea i 953,259 1800
TOTAL LIABILITIES AND OWNERSHIP EQUITY 1,021,048 1810
OMIT PENNIES

accompanying notes

Page 2




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER KA Associates, Inc. as of 6/30/02

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condition................ccooceoiiiiiiece e L, 9 953,259 3480
2. Deduct ownership equity not allowable for Net Capital .19 - )| 3490
3. Total ownership equity qualified for Net Capital. ..o ettt 953,259 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ... - 3520
B. Other (deductions) or allowable Credits (LiSt) ....... oot ere et e eaeareans - 3525
5. Total capital and allowable subordinated liabilities ................cccooivnnniii e $ 953,259 3530
6. Deductions and/or charges: 17
A. Total nonatlowable assets from Statement of Financial Condition (Notes B and C)$ 43 952 3540
B. Secured demand note defiCiENCY...........ovvvieeeiie e 3590
C. Commodity futures contracts and spot commodities-
proprietary Capital ChargeS ........ocooiiiirieiie e 3600
D. Other deductions and/or ChargeS......c..covvviiciicerie e e 3610 ( 43,952 )f 3620
7. Other additions and/or allowable credits (LISt} ..........oooeeiriie et ettt e v 3630
8. Net capital before haircuts on SECUTItIES POSILIONS ........oiiiiiiii e sr e e 20 $ 909,307 3640
9. Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1 (f)):
A. Contractual securities COMMITMENtS ..........c.ccceoienriri e, $ 3660
B. Subordinated SECUTItIES BOTTOWINGS...........ceiirrrrrreeieseseecesare et e srebe e : 3670
C. Trading and investment securities: v
1. Exempted SECUMIES ..ot 18 3735
2. DEbBt SECUNMEIES ....cvvv ettt sb et ava st a s 3733
B OPHONS .. et 3730
A, OthEr SBCUNHIES......ieeecci et bbb seeee s 3734
D. Undue ConCENration ...........ccocoeeiiiiiiiii e 3650
B OEr (LiSt) oottt 3736 ( )| 3740
TO. NBECAPIAL.......oeeieeeeeeeee et ettt ettt e bbb s e se e st b et s e s b et ese e s e ese et e te 4R e Rt eR e es et eA s ans et et R AR S aeebeseebeter b e s e b et et ens et $ 909,307 3750
OMIT PENNIES
The audited computation of net capital pursuant to Rule 15¢3-1
as reported herein differs from the unaudited net capital reported
by the Registrant as follows:
Unaudited net capital reported by Registrant $920,217
Adjustments— ,
Increase in accrued expenses (10,910)
Audited net capital reported herein $909,307

See accompanying notes

3/78 . Page 3




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER KA Associates, Inc. as of 6/30/02
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11. Minimum net capital required (6-2/3% Of INE 1) .....voieieeeecee et ettt ta ettt ene s $ 4515 3756]
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance with Note (A) ... $ 250,000 3758
13. Net capital requirement (greater of iNe 11 OF 12) .. ...t te et et 3 250,000 3760
14, Excess net Capital (IN€ 10 1SS 13) c.oviiiiieeeeeet ettt b et b e sb e b bebs s asebe et eareenebanrateenerean s .S 659,307 3770
156 Excess net capital at 100% (line 10 (€SS 10% OF lINE 1) ... ciiei e s 2% 902,528 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.1. liabilities from Statement of Financial Condition............ccoccoiiiiinrreniie e et 3 67,789 (3790]
17. Add: .

A. Drafts for immediate credit........ccooi o e 21§ |3800

B. Market value of securities borrowed for which no equivalent

value is paid or credited ..........ccovvvrreni e $ 3810

C. Other unrecorded amounts (LiSt) ..........cccooceiiiiiiiiiiiie e $ 3820] % 3838
19. Total aggregate indebtedness e e .. 8 67.789 3840
20. Percentage of aggregate indebtedness to net capital (line 19 = by liN€ 10) ....ccooviioiiicii et % 7.46 3750
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 (d)......cccocomvniiiccein % 3760

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers

and consolidated subsidiaries’ debits ..o s $
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital Y

requirement of subsidiaries computed in accordance with Note (A)..........c.oocoviiiiiicii e 23 3%
24. Net capital requirement (greater of line 22 or 23) .. -
25. Excess net Capial (N 1O 1BSS 24) ...ttt ettt e bt et e st eeeee e e e bt e b e be e s e e b e sbe e bbb e sbe e e e sbesbeeabeneereen 3
26. Net capital in excess of:

5% of combined aggregate debit items or $120,000 ...........ccoiieriiiii ettt 3

NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra to item 1740) and partners' securities which were
included in non-allowable assets.

(C) Forreports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material
non-aliowable assets.

See accompanying notes

3/83 Page 4
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OMIT PENNIES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HIA

BROKER OR DEALER KA Associates, Inc.

For the period (MMDDYY) from 2v4 Q7/01/01 l3932J to 6/30/02 3933
Number of months included in this statement 12 3931
COMPUTATION OF NET INCOME (LOSS)
REVENUE
1.  Commissions:
a. Commissions on transactions in exchange listed equity securities executed on an exchange 395,124 3935
b. Commissions on listed 0ption tranSACHONS ...ttt b et rrne 69 3938
C. All Other SECUNIES COMMUSSIONS ... ... ittt ettt ettt ae ettt ea ket ettt et tare st e st e R e e ueab et srees e abaabanseas e ressessaseas 1,400,349 3939
d. Total SECUMtIES COMMUSSIONS .......iiiiie ittt e sttt et et e b stk eber e et e et e b e s sanaeese et easstase e 1,795,542 3940
2. Gains or losses on firm securities trading accounts
a. From market making in options on a national securities eXChange ... 3945
D, From @ll Other traginig ......c.ooreeiiricee ettt et s b et e et et R e aeea e e e be e te s e esen e 1,464 3949
€. TOMAE GAIM (JOSS) cueeueriiiit ittt ettt e s be st et e b et es e E e st aes e e et e aaebe Rt sae st £ e bt e e R s e eba s anteraess e s e esenbenrersare e 1,464 3950
3. Gains or losses on firm securities INVesStMENt ACCOUNES ...t . 3952
4. Profit (loss) from underwriting and selling groups............ e 26 3955
5. Revenue from sale of investment company shares...... B PSP O U PO UV UPTPTUROUROIPIPPON 3970
B.  ComMMOIHIES TEVENUE .....coivviiieiiii ettt ettt seenes 3990
7. Fees for account supervision, investment advisory and administrative services 3975
8. OMNBITEVENUE ..ottt ettt bttt bt f et etk ba s s e e ebe s st e ks et a e ee ettt b et e eb s b e b e b enenees e et e rrsananne 270,202 3995
. TOBI TEBVENUE ...t et b ettt s e et amaea e e h e b e bRt o bt s b e bbbt e e s e ba et eatesbean e 2,067,208 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder officers ........ccoivreiicriinnniccciee $ 4120
11. Other employee compensation and benefitS.... ...ttt 27 77.445 4115
12. Commissions paid to Other BrOKEI-OEAIETS ..........cci ettt et ae bt et es st teee e sssseste s esaaanessase s 435005 4140
IO (1 (=T =T =Y o1 T = OO RSO TSROSO SO S U U RO RSSO R ST UTUUON 4075
a. Includes interest on accounts subject to subordination agreements ........................ i | 40&]
14. Regulatory fees and expenses 18.091 4195
15, OBNBI BXPENSES ... .ottt ettt et b e st est et e ae e st s e e e s st e s b s bk ekt a e Rt b s e R AR e b egene et eaeesebenr s 1,296,667 4100
1B, TOMAI XPENSES ........oceocveeeeceee e eeeeeeee e es e eeee s ee e es e ee e b s eaen sttt ee et s $ 1,827,208 4200
NET INCOME
17. Netincome (loss) before Federal income taxes and items below (ftem 9 less ltem 16).......cocooniiiiiiiice, 5 240,000 4210
18. Provision for Federal income taxes (for parent only) ..........cccoovvoiveencienircncec e {8 4220
19 Equity in earnings (losses) of unconsolidated subsidiaries not inciuded above 4222
a. After Federalincome taxes of ... e
20. EXIraordinary GAINS (JOSSES) ....ccceirurriireriitiiee et it eeveetta et sas b e asae s et ese e eae st e ke s se bt eb e ekt e s b r e et eb R en et e ae st e eneenesee s 4224]
a. After Federal income taxes of ... 4239|
21. Cumulative effect of changes in accounting PriNCIPIES .....o.vv i 4225
22. Netincome (loss) after Federal income taxes and extraordinary iBMS ........cccvveverircciiii et eaeae s $ 240,000 4230

MONTHLY INCOME

23.

Income (current month only) before provision for Federal income taxes and extraordinary items...........cc..ooovveeevnicncne $

See accompanying notes

3/78
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER KA Associates, Inc.

For the period (MMDDYY) from 7/01/01 to

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning Of PO .......c.viii ettt ettt e s e bbb 3 713,259 4240
A, NEtINCOME (J0SS) ..o viiiiiriie ittt et cecencreanens ST NN IO 240,000 4250

B. Additions (includes non-conforming capital of ..............c.ocoeeeerii e, 29 4262 4260

C. After Federal income taxes of ..o 4272 |) 4270
2. Balance, end of period (From item 1800)..........oooiiiiiiiiiic e $ 953,259 lm\

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period 4300
A. Increases ........ccoeeveeeeeen. 4310

B. Decreases 4320
4. Balance, end of period (From e 3520) ..ot e bbbt bbb $ (4330]
OMIT PENNIES

See accompanying notes
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

| BROKER OR DEALER KA Associates, Inc. as of 6/30/02

Exemptive Provision Under Rule 15¢3-3

25. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon
which such exemption is based (check one only)

A. (k) (1)—352,500 capital category as per RUIE 15C3-1 .. ..o et [4550]
B. (k} (2)(A)—"Special Account for the Exclusive Benefit of
CUSTOMEIS" MAINTAINEA ... .ci ittt b et b e ettt ekt ebaabe e e b e e b e s R e e rnsne e s 4560'

C. (k) (2)(B)—All customer transactions cleared through another
brokgg-dealer on a fully disclosed basis. Name of clearing
firm 31 Bear Stearns Securities Corp. 4335] X 4570
D. (k) (3)—Exempted by order of the COMMISSION............ociiiiin ettt st 4580

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital.

Type of Proposed
withdrawal or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or to

See below for . Qutsider? and/or Net Capital Maturity Renew

code to enter Name of Lender or Contributor (In or Out) Value of Securities) Date (yes or no)
22 1 I4600 | Owner distributive 4601] in 4602| 250,000 4603| 10/1/2002 [4604| No_[4605]
33 4610] [4611] [4812] [4513] |4614 [2615]
34 [4620 |4621| | 4822 | 4623| 4624| |4625|
35 |4630I |4631 [4832] [4833] |4634| |4635|
36 4640| [4641] 4642| [4643] 4644 [4845)
37 [4650 4651 | 4652 I 4653 4654 |4655|
38 [4660] [4661] 4662 [4663] f4664 [4665]
‘38 [4670] 4671 | 4672| [4673 4674 4675)
40 [4680| |4681| | 4682| l 4683| |4684| 4685'
41 |4690[ |4691| | 4692 | 4693| [4694| ‘4695'

v
TOTAL $.42 N/A I 4699|

OMIT PENNIES

Instructions: Detail listing must include the total of items maturing during the six month period following the
report date, regardless of whether or not the capital contribution is expected to be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month
period following the report date including the proposed redemption of stock and payments of
liabilities secured by fixed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1(c){2)(iv)), which could be required by the lender on demand or in less
than six months.

WITHDRAWAL CODE: DESCRIPTION
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4. 15¢3-1(c)(2)(iv) Liabilities

See accompanying notes
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KA ASSOCIATES, INC.
STATEMENT OF CASH FLOWS

Year ended June 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $240,000

Adjustments to reconcile net income to net cash
used for operating activities

(Increase) decrease in

Receivables from brokers or dealers 5,839
Receivables from non-customers 19,270

Prepaid taxes (7,100)

Increase (decrease) in

Payable to broker 5,097

Payable to non-customers 3D
Accounts payable and accrued expenses 11,661
Net cash provided by operating activities 274.736
Net increase in cash and cash equivalents 274,736

CASH AND CASH EQUIVALENTS

Beginning of year 650,544
End of year $925.280

See notes to financial statements




KA ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2002

(1) ORGANIZATION AND NATURE OF BUSINESS
KA Associates, Inc. (the "Company'"), a Nevada Corporation, is a registered broker-dealer under the
Securities Exchange Act of 1934 and is a member of the National Association of Securities Dealers,
Inc. NASD). The Company clears its securities transactions on a fully disclosed basis with a
clearing broker.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents consist of cash in banks, brokerage accounts and short-term highly liquid
investments.

Securities Transactions

Securities transactions (and related commissions, reveriue and expenses) are recorded on a trade date
basis. Realized gains and losses from securities transactions are reported on the basis of identified
cost.

Securities Owned, at Market

All equity securities owned are valued at market and unrealized gains and losses are reflected in
revenue.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management.to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Income Taxes

The Company has elected S Corporation status for federal and state tax purposes whereby taxable
income is reported by the Company's stockholders. The Company is subject to California State
franchise tax at the rate of 1.5% of taxable income.

(3) CONTINGENCIES AND COMMITMENTS

The Company has a clearing agreement with its clearing broker, Bear Stearns Securities Corporation
(the "Clearing Broker"). The agreement provides that certain minimum capital balances must be
maintained while the Company's customer accounts are being introduced to and cleared by the
Clearing Broker on a fully disclosed basis. In connection with this agreement, the Company is
contingently liable to the Clearing Broker in the event of nonperformance by its introduced
customers. It is the Company's policy to continuously monitor its exposure to these risks.
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RELATED PARTY TRANSACTIONS

The costs of personnel, office facilities and equipment, and other general operating services
necessary for the conduct of the Company's broker/dealer operations are borne by certain affiliated
companies. As compensation for these services, the Company pays monthly management fees to
these affiliated companies based upon each affiliate's proportionate contribution to the Company's
net income less an agreed upon profit to be retained by the Company. Management fees for the year
ended June 30, 2002 were approximately $1,217,000. AtJune 30, 2001, payable to non-customers
represents amounts payable to these affiliates.

During the year ended June 30, 2002, the Company executed security transactions for certain
affiliated parties for which it earned commissions, net of clearing costs and floor brokerage, of
approximately $369,000. At June 30, 2002, receivable from non-customers includes $7,454 due
from one of these aftiliates for floor brokerage costs.

At June 30, 2002, receivable from non-customers also includes $12,598 receivable from certain of
the Company's stockholders.

REGULATORY REQUIREMENTS

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934
(reserve requirements for brokers and dealers) in that the Company does not hold funds or securities for
customers and it promptly transmits all funds and delivers all securities in connection with its activities
as a broker or dealer.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined, equal to the greater of $100,000
or 6-2/3% of aggregate indebtedness. Net capital and the related net capital ration may fluctuate on a
daily basis. At June 30, 2002, the Company had net capital of $909,307, and net capital
requirements of $250,000. The percentage of aggregate indebtedness to net capital was 7.46%.
These net capital requirements may effectively restrict the Company's ability to make distributions to
its stockholders.

INCOME TAXES

The components of income tax expense are as follows:

Current $3,700
Deferred -
Total 3.700

The Company's deferred tax assets and liabilities primarily represent the tax effects of temporary
differences between book and tax reporting of receivables and payables and certain intangible assets which
are fully amortized for financial reporting purposes.

SIGNIFICANT CONCENTRATION OF CREDIT RISK

The Company's brokerage accounts, which at June 30, 2002 amounted to $902,590, are maintained
at its Clearing Broker.
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INDEPENDENT AUDITORS' REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
KA Associates, Inc.
Los Angeles, California

In planning and performing our audit of the financial statements of KA Associates, Inc. for the year ended
June 30, 2002, we considered its internal control, including control activities for safeguarding securities,
in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC""), we have
made a study of the practices and procedures followed by the Company, including tests of such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodian functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at June 30, 2002, to meet the SEC's objectives.

This report is intended solely for the information and use of management, the SEC, and other regulatory

agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, in their regulation of
registered brokers and dealers, and should not be used for any other purpose.
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Philadelphia, Pennsylvania
August 7, 2002




